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Uncounted Social Costs of Production and Distribution 


The unemployment, underemployment, and misemployment of our economic resources—land, labor, 
and capital—involve social losses not counted in conventional calculations of economic enterprises. 


What are “costs of production”? Some items are an- 
alyzed and discussed in annual reports of business corpo- 
rations, in agricultural literature, in newspapers and maga- 
zines, and in economic treatises. These are the costs paid 
in the first instance by enterprisers in production. Like- 
wise we are kept somewhat acquainted with the costs of 
distributors. As consumers, we assume that producers 
and distributors include these costs, plus profits commen- 
surate in the long run with risks and services, in the prices 
we pay—else our economic wants would not be met. The 
allocation of resources in production and distribution 
through private enterprise is largely determined on this 
basis. 

Now and then, however, we are reminded that there are 
other costs resulting from the operations of business en- 
terprisers which the same enterprisers do not pay even in 
the first instance and which are not counted in the prices 
we pay in the market for the products of those same opera- 
tions, but which have to be paid nevertheless and must be 
included in the total costs of our economic system. Vogt 
and Osborne have dramatized the tremendous waste of 
soil and other natural resources in our own country and 
around the world. The annual cost of air pollution in one 
city (Pittsburgh) was computed at 10 million dollars, 
without counting impairment of health. The cost to com- 
munities in the destruction or removal of industries on 
which the people have largely depended; the waste of la- 
bor and capital in duplication and inefficiency in retailing ; 
the cost of unplanned land utilization in urban areas— 
these and countless other costs, often regarded as the price 
of progress, may also be questioned as to their real con- 
tribution to progress. 

Jacob Viner, discussing “social costs” in the Encyclo- 
pedia of Social Science (1930), finds in some economic 
literature “strong presumptions that entrepreneurs’ costs 
in an individualist [i.e., private enterprise] economy are 
an inaccurate measure of the underlying and more funda- 
mental costs of production.” But he notes that older 
economists have generally denied or minimized the “dis- 
crepancy between costs as reflected in entrepreneurial ex- 
penses of production under competitive conditions and 
costs as burdens on society as a whole.” 

The literature of social costs of economic activities has 
nevertheless been accumulating. J. A. Hobson in Work 
and Wealth (1914), Arthur C. Pigou in Economics of 


Welfare (1920), John M. Clark in Preface to Social Eco- 
nomics (1936) and elsewhere, and other economists and 
sociologists whose perspective has not been narrowed by 
specialization have made important contributions. Now a 
new book, by Professor Kapp’ of Wesleyan University, 
provides a fairly comprehensive, and as far as possible 
quantitative, analysis of social costs of private enterprise. 
In this analysis extensive use is made of the results of 
specialized and technical investigations, including the re- 
search of the National Resources Planning Board and 
other authoritative studies. The book is especially notable 
for its comparative freedom from technical terminology, 
its assemblage of interesting concrete illustrations, and its 
sustained readability. 

In successive ¢hapters Professor Kapp takes up the so- 
cial costs resulting from the impairment of the human 
factor of production; from air and water pollution; from 
depletion and destruction ofianimal resources; from pre- 
mature depletion of energy resources; from soil erosion, 
soil depletion, and deforestation; from technological 
change; from unemployment, of. idle resources; from 
monopoly ; from uneconomic features of distribution (as 
duplication of outlets, advertising, other forms of sales 
promotion) ; from transportation wastes; and from frus- 
tration of science (especially medical, biological, and 
social). 

“The struggle for a more equal distribution of social 
costs or their prevention and the shift in the balance of 
power” from “groups responsible for initiating economic 
change to those who bore the brunt of the social losses in 
the past” the author views as “nothing but an integral 
part of the general expansion of democracy.” He believes 
that “a more complete system of social accounting” would 
tend to reduce “the cleavage between those who cling to 
the status quo and those who expect to gain by change,” 
and that technological change would be less disturbing if 
its “costs were more rationally allocated” and “full com- 
pensation” for social losses provided. 


Social Costs in Specific Industries 
We can give only a few notes on the author’s analysis 
of specific industries. As to energy resources, “the price 


mechanism of the market economy actually tends to ac- 
celerate the exhaustion of available resources. . . . Indeed 


1K. William Kapp. The Social Costs of Private Enterprise. 
Cambridge, Harvard University Press, 1950. $4.50. 
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low prices . . . make it unprofitable for the individual 
producer to apply technically efficient methods of produc- 
tion which would permit a higher rate of total recovery 
of given reserves.” As to technological change, “the in- 
dividual entrepreneur tends to disregard completely two 
important types of social losses to which his innovation 
tends to give rise: first, the capital losses which other 
firms suffer as a result of the new technique of produc- 
tion; second, the losses which technical changes tend to 
cause to laborers. . . . Technical improvements may ap- 
pear economically justified from the point of view of the 
individual entrepreneur (i.e., in terms of private costs and 
private returns), although a more accurate calculation of 
the total costs of the innovation might show its introduc- 
tion to be unjustified, premature, and wasteful.” It may 
be somewhat unfair, however, to state these controversial 
and apparently inconsistent conclusions without the ex- 
planation and qualification which the two respective chap- 
ters provide. 

In his treatment of monopoly, the author is impressed 
by Schumpeter’s analysis in Capitalism, Socialism, and 
Democracy (1942) and recognizes that in some industries 
monopoly or oligopoly has increased productive efficiency 
and reduced social costs; but he calls attention also to 
the degradation of quality and other abuses involving so- 
cial costs that have sometimes attended the domination 
of the market by a few producers. 

Distribution appears to the author to involve large so- 
cial losses. He points out that “more than half of all retail 
outlets operate with exorbitant ratios of expense to total 
sales.” These retailers, however, nearly a million in num- 
ber, account for less than 10 per cent of retail sales. The 
costs of advertising come in for criticism, especially the 
“manipulative” rather than the informative type of sales 
promotion. “A substantial proportion of advertising out- 
lays,” he believes, ‘are unnecessary and wasteful,” and 
“the convenient promotion of fashions and styles,” by 
“reducing and destroying the economic usefulness of dur- 
able goods” contributes to “substantial losses.” 


In transportation, the uneconomic character of the pres- 
ent system in various respects is pointed out. The unequal 
competitive conditions involve uneconomic utilization of 
facilities. Some carriers, using publicly provided facili- 
ties, have to cover only part of their costs, while “the rail- 
roads have to charge rates high enough to cover their total 
costs.” 

New Economic Measurements Suggested 


Without attempting to offer formulas for reduction or 
elimination of these various social costs, and without go- 
ing on to appraise social returns as a balancing factor, 
Professor Kapp urges in conclusion a reorientation of 
economic science that would take into account economic 
and social reality. He quotes Professor Clark’s dictum 
that “it is unscientific to exclude any evidence relevant 
to the problem at hand,” and adds that “any delimination 
of the scope of economic analysis is likely to yield only a 
distorted picture of the problems with which economic 
science actually has to deal.” 


“The new concepts of wealth and production will have 
to be defined in such a manner as to include also non- 
market values. Indeed, wealth consists not merely of 
goods and services which are traded in markets; it in- 
cludes all values and utilities irrespective of whether they 
can be exchanged and evaluated accurately in terms of 
exchange values. And, correspondingly, production re- 
fers to the creation of everything that is considered useful 


and valuable, whether exchangeable or not exchangeable, 
privately appropriable or socially beneficial. . . .” 

Public revenues spent for “remedying the losses caused 
by air and water pollution, erosion, deforestation, unem. 
ployment, etc.” measure “that part of the costs of pro. 
duction which private enterprise is able to shift to society, 
Exactly the same is true for other government revenues 
and expenditure.” They represent costs of production in 
another sense also, as “outlays required for the production 
of such goods and services as private enterprise finds un 
profitable to produce,” either “goods and services of im. 
mediate utility . . . or durable goods such as improved 
means of transportation or better housing, and medical 
care yielding social benefits over a period of time.” (The 
social gains and losses of public enterprise, by national, 
state, or local government, are not within the scope of 
this study.) 

“By including social costs, social returns, and _ social 
value within the range of its analysis, economic science 
would become ‘political economy’ in a deeper and broader 
sense than even the classical economists conceived .., 
and would at last prove its status as a system of knowl- 
edge concerned with the study of the nature and causes 
of the value of nations.” 


The Town and Country Convocation 

The 1950 National Convocation on the Church in Town 
and Country was held at Columbia, Mo., on invitation of 
the Bible College, and in cooperation with the Missouri 
Council of Churches. Ministers and lay leaders from 
about 25 denominations from three-fourths of the states 
attended. The Convocation is an informal assembly which 
brings together annually those most concerned with the 
rural church, that they may worship together, educate 
one another, and jointly plan. The Convocation meets 
under the auspices of the intercouncil Committee on Town 
and Country. 

Modern gadgets, communications, and business meth- 
ods have made life easier for the farmer, but tendencies 
in modern life are often destructive of his family’s sta- 
bility and informal cooperation among neighbors, said Dr. 
Carl C. Taylor, of the U. S. Department of Agriculture. 
Agriculture, he said, has changed from an occupation to 
a business and a science, rural life has become less iso- 
lated, and farm labor has lost much of its irksomeness. 

But at the same time, he added, “old neighborhood life 
has been diluted and in some places has passed out of ex- 
istence ; the old securities guaranteed through family and 
neighborhood cooperation can no longer be counted on 
for either the dependent aged or for young people trying 
to get a start in life. We do not want to turn back the 
clock, but we do want to keep or recapture the stability 
and security of the old-fashioned family and the old- 
fashioned rural neighborhood.” 

The rural minister should help his congregation regain 
some of these lost values by relating worship to their daily 
lives, according to the Rev. Dr. Edward K. Ziegler, con- 
sultant on rural worship for Agricultural Missions, Inc., 
and minister of the Church of the Brethren in Bridge- 
water, Va. One example of how this has been done, he 
noted, was an outdoor service dedicating a newly-paved 
road as a channel through which products and services 
would go out and friends, doctors and teachers would come 
into the new community. Another was a rural church serv- 
ice of dedication for crates of hatching eggs being sent by 
the local farmers to supply farmers in Poland with new 
poultry stock. 
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“It is too easy,” Dr. Ziegler said, “for the minister to 
pecome so absorbed in farm and grange activities, in or- 

jzational pink tape, in his garden and home, in plan- 
sing wholesome recreation, even in teaching and preach- 
ing, that he loses out in providing opportunities for 
creative worship for himself and his people.” 

One forum was on “The World Food Situation,” at 
which the speaker was Dr. Raymond W. Miller of the 
saff of the Food and Agriculture Organization of the 
United Nations. Dr. Miller is a Methodist layman who 
isa member of the Board of Directors of the National 
Catholic Rural Life Conference. A basic cause of unrest 
in countries of Asia and Africa, where three-fourths of 
the people are rural, is the fact that too little productive 
land is available to the people, according to Dr. Miller. 
The religious organizations can make one of the most im- 
portant contributions to those working on the problem, 
because religion influences attitudes of men toward the 
land and toward one another. 

“Most of the people of the world today are undernour- 
ished, poorly housed and inadequately clothed,” he said, 
“because the methods of conservation of natural resources 
and of increasing, distributing and making use of farm, 
forest, mine and ocean products are not known widely 
enough.” Improvement will come if both the “know- 
how” and the “show-how” are mediated to primitive people 
by those sympathetic to them, but not by teachers who 
come with pre-conceived ideas of racial superiority or 
national prestige. 

Dr. Miller said that the agricultural missionaries sent 
out by foreign mission boards of the U.S.A. were pio- 
neers in “Point Four,” the program of technical assis- 
tance administered by both the United Nations and the 
U.S. Department of State. Governments should recognize 
the experience of missionaries who teach farming. 

Although the farm cooperative movement is neutral in 
religion and politics, the Christian doctrines of love and 
mutual concern are as vital to co-ops as to churches, ac- 
cording to Mr. Carl H. Hutchinson, education director 
of the Ohio Farm Bureau. Clergymen have been inter- 
ested in farm cooperatives, Mr. Hutchinson said, because 
they stimulate people’s social and economic life and their 
capacity to work together. 

“The effectiveness of rural churches could be greatly 
increased if their ministries were based on detailed knowl- 
edge of the communities they work in,” Don F. Pielstick, 
a secretary of the Committee on Town and Country, said. 
He urged ministers and congregations to study together 
in order to discover what tasks remain undone, what re- 
sources are available to the church, what community 
groups can be considered allies and what can be expected 
of them. 

Nineteen commissions considered intensively the de- 
tails of the local church program. Digests of the reports 
of commissions and of the addresses before general ses- 
sions will appear in the February Town and Country 
Church, the periodical of the Committee, published at 297 
Fourth Avenue, New York 10, N. Y. 


Gambling in Great Britain 


Last week we reported on gambling in America. “We 
are not alone.” A feature article in the New York Times 
for October 22, with a London date line, describes British 
gambling as the nation’s “seventh largest industry.” Well 
over a third of all adults share in it in some form. In 
1949 the amount wagered is estimated at $2,030,000,000. 
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Gambling “provides jobs for two to three hundred thou- 
sand persons.” The largest of the football pools—the 
largest industry in Birmingham—pays out “well over half 
its receipts in winnings.” The amounts spent for the 
three most important types of gambling are as follows: 
horse racing, $1,260,000,000; dog racing about $560,000,- 
000; football pools, $162,000,000, drawn from more than 
11,000,000 bettors. There are many other “minor gam- 
bling enterprises.” 


The Church and Gambling 


The opinion of the Church of England on gambling 
seems to be somewhat divided. Rt. Rev. J. W. C. Wand, 
Bishop of London, speaking before the Royal Commis- 
sion on Betting, Lotteries and Gaming a year ago noted 
that the 1948 Lambeth Conference had urged that gam- 
bling games should not be used by churches to raise 
money. Church members, even bishops, disagree about 
the “degree in which the exploitation of chance was 
wrong.” But he added: “there is no difference of opinion 
concerning the vast scale on which gambling takes place 
at the present time.” 


The Ethics of Gambling 


The Report of the Social and Industrial Commission 
of the Church Assembly* (Church of England), which 
appeared last October, bears out Bishop Wand’s com- 
ment cited above. As summarized in the Church Times 
for November 3 the report “rejects the view that the 
gambling contract is in itself immoral—though it may be 
subject to abuse in practice . . . there is nothing intrin- 
sically immoral in the appeal to chance in the sphere 
of recreation. .. . Gambling may .. . be a legitimate amuse- 
ment or recreation; . . . If it ceases to be practised 
merely as a form of ‘fun,’ it may arouse covetousness, 
stimulate unhealthy excitement, and encourage supersti- 
tious practices.” Nor has the church ever “declared the 
bookmaker’s occupation forbidden to Christians, or to be 
abandoned by candidates for baptism.” 


Nevertheless, “the present inflated condition of the 
gambling industry does much harm. Some members of 
the committee maintain that in present circumstances, it 
is indefensible to participate in a trade which, by adver- 
tisement, must necessarily encourage the inordinate gam- 
ble.” Others think that state regulation might render the 
commercialization of gambling “innocuous.” They recog- 
nize that “the enormous sums offered . . . often imply a 
major redistribution of wealth. Scandal may also be 
caused even by a temperate indulgence in the gambling 
habit.” Some think that “abuses are better checked by the 
advocacy of moderation than by prohibitions aimed at 
total abstinence.” 

The “root cause” of gambling, the report states, is 
“frustration.” “Gambling has become an outlet for those 
who find no constructive interest in their work. . .. More- 
over, the state, by relieving the individual of personal re- 
sponsibility in the expenditure of his money, has encour- 
aged its use for frivolous ends. . . . Security without op- 
portunity of personal initiative must lead to a search for 
‘adventure’ in the realm of luck and chance as ‘a substi- 
tute for living.’”” The report concludes, according to the 
summary: “The remedy for gambling excesses is, there- 
fore, only to be found in the reinvigoration of society.” 
The “best antidote” for gambling is likely to be “the 


1 Gambling: An Ethical Discussion, London, Church Informa- 
tion Board, 1950. 3s. 
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right use of leisure” and the encouragement of “personal 
spare-time occupations.” 


Reaction to the Report 


This analysis of the ethics of gambling has, as might 
be expected, roused lively controversy in the British press. 

The London Spectator for November 3 called it a “sur- 
prising document.” The Spectator comments on the 
scanty consideration “given to the use of money as a 
stewardship. .. .” The Church must include in its defi- 
nition of “wrong” “a deliberate choice of the second best. 
There is some danger that this report may provide basis 
for the summary declaration: “The Church says that 
gambling is not wrong’; the report (which does not, of 
course, commit the Church) actually affirms that in many, 
probably most, circumstances gambling is wrong.” 

The Free Church periodicals have been sharply critical 
of the report. The Christian World for November 2 calls 
it “a strange piece of shilly-shallying.” “The point at issue 
is . . . whether, being an ‘amusement,’ gambling is so 
harmful in its known results that indulgence in it becomes, 
in effect, as bad as sin—that is for people who profess to 
live by Christian standards.” 

The British Weekly for November 9 is even sharper in 
its condemnation. It declares: “What an exalted notion 
of pleasure it is that accepts gambling as an amusement! 
... The idea that a man or woman can wholesomely take 
pleasure in relieving friends and neighbors or people at 
a distance of sums of money large or small, by means of 
manufactured chance, seems to us the bankruptcy of 
ethics. . . . If the stake is large, the avarice is blatant. 
If it is small, the pettiness is abysmal. Gambling is the 
meanest of the vices.” 


What Can Common People Understand? 


The British Broadcasting Corporation has been under- 
taking to find out to what extent its informational and 
educative programs are understood by different segments 
of the audience. The British Weekly reported in Septem- 
ber some early findings of the study and drew some in- 
ferences as to their implication for all efforts to reach 
the public with a message. 

What the study is trying to measure is “mass intelligi- 

bility,” by which is meant, apparently, not only how 
much of what they hear the mass of listeners to broad- 
casts actually understand, but how extensive is their 
capacity of apprehension. The IVecekly says: “It should 
be easier for the masters and pastors to correct their 
faults of intelligibility than for ‘the masses’ to expand 
their ability to apprehend.” Its special correspondent is 
quoted as observing that, “the mental gulf between the 
opinion-forming segments of a free society, and the mass 
of the people is often needlessly widened by our failure to 
grapple successfully with the problem of mass intelligibil- 
ity. That gulf, the new ‘two nations,’ takes on an ever- 
increasing importance as the purely economic gulf nar- 
rows. 
_ The Weekly thinks that “the very existence of the gulf 
is a criticism of the ‘top 20 or 30 per cent of the na- 
tion’ which has failed to meet the needs of ‘this people 
that knows not the law.’ The findings about broadcast- 
ing must obviously have lessons for preachers and school 
and university teachers. Only a little further removed 
are the lessons for journalists, authors, and publishers. 
An early next step should be a vigorous prosecution of 
the apostle Philip’s question to the Ethopian eunuch: 
‘Understandest thou what thou readest ?’ 


“Newspapers and publishing industries with a 
sense of vocation would corporately devote a proportion 
of their profits to research of this kind. A further ques. 
tion is ‘Are we giving you the subject-matter you need 
and ought to have?” 

The director of the research reports that of a cross. 
section of listeners to the types of broadcasts covered by 
the inquiry a little more than half got “little or nothing” 
out of the average performance. “With the ‘top 30 per 
cent’ those with some secondary schooling or above that 
standard, the programmes were reasonably successful, 
and approximately haif the main points might be grasped, 
With the remaining 70 per cent of listeners, understand- 
ing often proved to be severely limited.” 

Fifty programs were included in the inquiry here re. 
ported, and the audience sample consisted of “4600 people, 
of every level from the near-illiterate to Higher School 
Certificate standard or above.” 

The “interest value” of program content was found to 
be by far the most important factor. “When the interest 
of listeners is genuinely aroused, they will endeavor (often 
successfully) to surmount difficulties of style and lan. 
guage which, if the interest were less, would present a 
solid barrier to understanding. With the most successful 
broadcasts, Science and Current Affairs, the proportion 
of listeners whose mental ‘intake’ was negligible fell to 
a third. 

“Concreteness, clear summaries at the end of broad- 
casts, and the use of plenty of active verbs, all help to 
promote intelligibility. Except for over-speedy delivery, 
listeners’ understanding seems to be little affected either 
way by the broadcasters’ vocal qualities ; a fact that should 
induce a welcome modesty among our ‘prima donna’ com- 
mentators ! 

“An interesting point concerns the vivid illustrations 
which so many popular broadcasters and writers love, 
These, it seems, often defeat their own purpose. ‘Many 
images,’ Dr. Vernon said, ‘are more distracting than help- 
ful, for listeners remember the image but not the point it 
illustrates.’ Preachers, too, must make a note of that.” 


Catholic Social Teachings and the Layman 


A group of women, Catholic and non-Catholic, talking 
together, revealed as sharp differences of opinion on social 
questions between the two Catholics present as between 
them and the non-Catholics, reports Catherine Buehler, a 
Catholic professional woman writing in America for Oc- 
tober 14. Among the subjects on which they disagreed 
were racial discrimination and interracial justice, aid for 
refugees, anti-Semitism, and labor unions. One of the 
Catholics knew nothing about Catholic social teaching or 
of the number of Catholic refugees. 

“More than ever before in this country,” Miss Buehler 
comments, “people are looking for guiding principles. ... 
An informed Catholic laity is the need of the day. ... 
We are judged, and thereby and forthwith the Church 
and her teachings are judged. . . . We have an unwaver- 
ing and completely logical set of principles on which to 
stand, and for any one who wants to take the trouble, 
there is plenty of material, down to the uickel pamphlet 
in the church rack, to give us guidance as to how those 
principles fit in with conditions of the day. There is no 
excuse for any Catholic to be ignorant of the application 
of Catholic social thought in the modern world. It’s 
simply a case of getting down to work, on the parish level 
as well as on the level of the intellectual and the theorist.” 
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